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1 P R 0 C E E D I N G S 
2 --ooo--
3 
4 CHAIRMAN ROSENTHAL: Good morning. This meeting of 
5 the Senate Energy and Public Utilities Committee is a continu-
6 ation of our hearing from yesterday on telephone service after 
7 divestiture. Today we will be examining the provisions of my 
8 SB 375, which would affect the regulation of resale com-
9 munications carriers. It should result in further competition 
10 in the communications market a~!.d therefore be beneficial to the 
11 public. 
12 However, before bringing the bill up for a vote, it 
13 was my belief that this interim hearing should take place in 
14 order for the provisions of the bill to be thoroughly discussed 
15 by all interested parties. Following the hearing, I will 
16 decide whether this bill merits further consideration, and, if 
17 so, what amendments may be needed. Again, today, I ask that 
18 witnesses be as brief as possible in order to allow some 
19 questions. 
20 We'll start with the agenda. The witness is Kerry 




MR. FOX: Good morning, Mr. Chairman. and Members of 
the Committee. I am Terry Fox, with U.S. Telephone - one of 
25 the companies which provides telephone services principally 
26 by reselling the services of other carriers, more commonly 
27 known as a reseller. I would like to thank this Committee for 
2B the opportunity to present. our views concerning the important 
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1 issues raised by Senate 11 375 - legislation which is 
2 intended to establish rules for the regulation of resale 
3 communications carriers. These issues involve considerations 
4 which are critical to both users and providers of tele-
5 communications services within the state, and we greatly 
6 appreciate the invitation to present our views. 
7 Before I respond to the specific questions addressed 
8 by the Committee to our company, I would like to say a few 
9 words about Senate Bill 375, which you, Mr. Chairman, gracious!~ 
10 agreed to author. Our company is sponsoring SB 375 in order 
11 to provide a clear statutory framework for the provision of 
12 services to Californians by resellers. The present provisions 
13 of law, with regard to the regulation of telephone companies, 
14 were designed to regulate additional telephone companies that 
15 enjoyed monopoly status within their service areas. 
16 Today, however, California and the rest of the 
17 nation have entered the era of competition in the provision 
18 of long distance telephone services. Well-publicized court 
19 and federalregulatory provisions have provided the consumer 
20 with a choice of a variety of long distance carriers. 
21 Our company, and other resellers, are looking forwa:i::d 
22 to providing those services to the California consumers on an 
23 intrastate basis. 
24 The present regulatory framework as embodied in the 
25 California Public Utilities Code is simply not designed to 
26 accommodate the orderly entry of these competitive carriers 
27 into the intrastate market. The code is designed to regulate 
?a monopolies i and for the dominant long -distance carriers. in 
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1 California - AT&T and Pacific Telephone - that is a form of 
2 regulation which will continue in our opinion to be appropriate. 
3 However, for resellers who are competitors of AT&T and Pacific 
4 Telephone, as the FCC has found, a lesser form of regulation 
5 should be required. 
6 It is possible that the Commission could institute 
7 the lesser form of regulation on its own by simply forebearing 
8 from exercising its jurisdiction. That is the approach that 
9 the FCC has adopted. We believe, however, that a great deal 
10 of confusion and legal uncertainty can be avoided by simply 
11 recognizing the existence of the smaller competitive carriers, 
12 and providing a statutory framework for their supervision 
13 by the PUC. This is precisely what SB 375 does. 
14 Senate Bill 375 estabishes the statutory classi 
15 cation of resale communications carrier, a carrier who provides 
16 telephone service in California principally by reselling the 
17 services of others. Under the provisions of SB 375 these 
18 carriers will be provided operating authority by obtaining a 
19 license from the PUC, in accordance with a simplified appli-
20 cation procedure. This will allow them to enter the market 
21 smoothly, without being required to undergo the tremendous 
22 regulatory burdens which are attendant to the receipt of the 
23 traditional Certificate of Public Convenience and Necessity, 
24 designed for monopolies. 
25 While the Bill will thus permit resellers to enter 
26 the market and provide their services to California consumers, 
27 it will not simply be an open door for intrastate operations 
28 by resellers. .Resellers licensed by the Commission will be 
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1 required to satisfy financial responsibi ty requirements 
2 established by the Commission. will further be required 
3 to obtain a performance bond. They will be red to file 
4 tariffs with the Commission, setting rates and 
5 charges; and, perhaps more importantly, they will be subject 
6 to the Commission•s complaint procedure. 
7 The Bill provides that the Commission, either on its 
8 own or pursuant to such a complaint, may revoke the license 
9 of the resale communications carrier for failure to comply 
10 with the Commission's rules, or for engaging in false advertis-
11 ing or false representation. 
12 We at U.S. Telephone believe it is essential that the 
13 resale industry be provided a clear statutory basis for the 
14 operation under the Commission's supervision. 
15 California consumers will be able to enjoy the saYing 
16 resellers can provide while, at the same time, according the 
17 protection of the Commission. We urge the Committee to 
18 support SB 375. Now going on to some of the questions that 
19 were raised to our company, as well as ' I like 
20 to review several questions that were raised in connection wit 
21 the Bill. I will certainly not attempt to answer all these 
22 questions verbally, in the interest time, particularly 
23 since they are covered in our prepared statement that will be 
24 given to the Committee. 
25 First, what is a reseller? We all know, basically, 
26 a reseller is a company providing long distance telephone 
27 service to the public using bulk facilities obtained from 
28 other carriers. We provide, for example, service from service 
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1 originating areas in the st, st, Northeast, and 
2 Western United States. 
3 The resel - s as U.S. Te - are 
4 able to offer customers signi cant s as a result 
5 of effective Least-Cost ir networks. We 
6 are able to accomplish this g rcuits at bulk rates. 
7 The majority of our customers are small business users who, 
8 through our services, are able to enjoy the benefits of lk 
9 purchase that previously had only been available to very 
10 large purchasers. 
11 To achieve competitive service offerings in our 
12 business, and the operating resources to remain viab 
13 resellers generally operate -- enter into long-term leases of 
14 transmission capacity for their present and planned future 
15 transmission needs. Even with the ability to lease trans-
16 mission facilities from , our business is very capital 
17 intensive and requires very substantial long-term commitments 
18 for the Switching, Call Processing, Circuit Testing and 
19 Billing Accoun ng t that s along over and 
20 the transmission equipment itself. For examnle, our capital 
21 budget for the next two is in excess of $100 mill 
22 So, even without tran ss facilities themselves, our 
23 commitments to the areas we serve is certainly very long-term 
24 in nature. 
25 We feel that we help tional carriers 
26 better utilizing not only the local exchange facilities, but 
1.7 also the access long distance toll facilities that are available 
28 in this country, rather than building our own to compete against 
SACRAMENTO, CALiFORNIA 95825 
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1 them. We feel s an economy scale 
2 more effi t use of these es whi a 
3 lower t cost se 
4 n sent stance revenues 
5 exceeding $45 bill annual today at a rate of 
6 some 10 to 15 t per r, the total annual revenues of 
7 all the other long distance carr sents 
8 something less than four t of total, or less than a 
9 third of the expected 
10 Putting it of us in s 
11 building find that we can ve comfortably, and s 11 do 
12 an excellent job of ing compe to our 
13 customers with what Bell tern the 














Let's take a 
that were raised. First, the 
January l - the ques 
access numbers and pu 
. ? serv1ce. 
was -
tton 
and look at some of the 
ion of access. On 
11 require 
to to 
Yes, b u. s. and r companies in 
this business nue to ire access s. 
you know, when a criber picks up s te and 
a dial tone, he ls an inary local number 
which is the access number to switch, which we 
or which our competitors ng t icular 
locality - such as here Los les. When the U.S. 
Telephone swi "answers" it prov 
that basicallyindicates to subscr 
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a second dial tone 
that he has 
ins 
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1 that switching facili He then ials a personal author 
2 zation code of five to seven d ts, !lowed the normal 
3 ten-digit number he 1 at ll - is 
digit area ven r 
Therefore, u.s. Te subscriber cont to 
6 be required to dial from 22 to 24 total gits to his 
7 call, versus 11 wi AT&T, obvious a competitive disadvantage 
8 in comparison with AT&T. 
9 This requirement of aling additional digits, as 
10 well as other competit disadvantages which I will discuss 
11 in just a moment, are a result of an ferior inter-connection, 
12 or poor inter-connec on to the local exchanges which 
13 distance competitors are provi comparison to that given 
14 AT&T. Ultimately, a1 access 11 el 
15 differences, but will on n in 1984, and we will see 
16 RO significant results of un 1 1986 or beyond. 
17 As it turns out, also restricts U.S. Tele 
18 and other resellers from a 1 t of the California 
19 market. This has to do th the ava 1 ili of 
20 telephones, whi I you are certain 
21 But, basically, unless a subscr r's rotary te can be 
22 equipped wi some al t, we cannot prov 
23 service to customers have te s; 
24 that comprises some 42 rcent of Paci c Te 's market 
25 in California. We do have a ce called a system access 
26 module - a small micro processor - with which we can provide 
27 access to the system. But that's an additional cost item t 
28 costs something in excess of $200, and certainly puts that use 
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and that access compe tive di 
2 The next quest Wi l your customers be able to 
3 call anywhere the ? 
4 
5 distance se all nts contiguous Uni 
6 Hawaii, Puerto and U.S. Vi Islands. With one 
7 major service origina ng area located Los Angeles and 
8 one planned for San Francisco n near future, Californ 
9 subscribers will be able to call anywhere in the country. 
10 However, u.s. Telephone's abil to provide service to other 
11 cities in California is t on resolution of several 
12 major issues presently before the California Public Utili s 
13 Commission, including the ssible resale of WATS se 
14 The stion I wou like to touch on is: 
15 How will customers able to know long distance call 
16 they are making will local telephone 
17 company or one of distance carr s , and, if so, 
18 which of the var access rs to use? 
19 Well, as of time divestiture, course, 
20 unless a customer ally subs s to one the 
21 other than AT&T and ve pursues by ling al 
22 additional digits just of, and all of the inter-
23 LATA calls will be au cally routed over AT&T facilit s. 
24 Therefore, in for a subscr to subscr to 
25 distance services from one of the rs, 
26 subscriber will again to dial the local access 
27 
28 
number for each carr as well as each individually tai 
multi-dig authorization code. Aga , a much more compli 
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1 procedure 
2 ques s Won t AT&T a de te 
3 competi a vestiture? 
4 answer, of course, s AT&T 1 en oy s icant 
competitive s, I ust summarize a couple 
6 these: 
7 First, the customers of local telephone 
8 have automatic access to AT&T toll se ces. They 
9 directions in their te as to making calls and 
10 are billed directly for AT&T by their local te 
11 company. Prospect customers carriers must 
12 actively decide to convert ir s AT&T to a 
13 competing carrier, and do, se customers will then 
14 receive 1 Of course, an inconven 
15 Customers us ces will be 
16 required to al 11 d else 
17 11 be to d 23 to 24 its. 
18 General have a tone 
19 telephone, which I about 
20 The quali of access te 
21 is a significantissue. It certa 11 to be 
22 poorer that AT&T. Not to too technical, 
23 but, for examp , as t 
we will continue to 
24 experience such lems as of automatic 
25 identification; ack of that is, to 
26 when the called te is actual p up and conversa-
27 tion begins- dif cu s e and, more 
28 important, excessive and ab tran ss loss, which 























if people don't pay, 
them cannot do 
Overall, 
not have that l 
might say we face a significant 
t 
ll 
battle because AT&T enjoys such a nant and 
market position in 
The last 
overall f ld of telecommun s. 
course, was issue of our 
position on Senate 11 375. I on that, I We 
feel that it recognizes virtual no rates 
because of i nature of or services is neces 
the resale industry. numerous resellers ente 
0 
15 the business, we feel that ition here is very bene cial 











We feel SB 75 is of ce not on 
l commun 
consumers 
all Cali ia consumers 
industry as well, because 
r 0 ce 
and lower prices. 
With that, I would like to 
and attent 
or its bus 
If you have any 
ss, or any of 
my best to answer. 
CHAIRMAN ROSENTHAL: 
status of the federal at 
ons about our 
cc,mrnents I have made 
Mr. Fox, what is the 

















as a dominant carrier even There 
deal of discus on. Our as well as 
others in the have met FCC, 
opinion that that will be evaluated and s 
FCC 7872? 
an Order for 
AT&T it 
been a great 
industry, 





















s , we wi 1 to wait. As 
provisions have been lst to April 
lst, giving al for t to be cons 
So it is particular difficul I I ss all of us in 
this indus to to make our forward plans, because of 
the lack clear ng of 
happen there. 
CHAIRMAN ROSENTHAL: 
further que ons? 
SENATOR RUSSELL: No. 
MR. FOX: you. 
CHAIRMAN ROSENTHAL: 
senator Newton Russel jo 
Tile' 11 go on now to 
Cali a Associat 
I assume you are not 
MR. CARR: I wi 
not only today on ot 
I 
s• ,
is going to 
you very much. 
to cate that 
ttee 
Carr, President of 
Te s. 
what has already been s 
at t, , then 
of 







will try to avoid what i in my - my text 
that relates to what Fox talked 
In I jus need to ze 
when he was talk te cal a of the 
business or any of other s of the business, we would 
6 concur with that. 
7 I would like to thank you very much for the 
8 opportunity to be here. I wear two s standing be you: 
9 I am president of ComPath Network s, which is a smaller 



















so:me of the small business here in state. So, we operate 
in the Oakland and the San Francisco area, and we have 
plans to also open an off down in Los les. 
I am also s Cali ia Association 
of Long Distance Te Companies, and that is a new 
association, current th 12 or 13 s, all resellers 
here in state a; we have zen 
or so members, or al , who have been coming to 
some of our meet , who are interes joining our 
organization. And we are ri now rea out to 
resellers in s, to to form a 
here in the state of California, because so of our 
is dependent on both islative l activit here 
in the state of Cali 1a. , the rest 1983 and 1984 
are going to be tant to our abili to offer 
service. 
You a I I , of my testimony. I'm going 
to just hit on a of ints that I are very 









important. One is, does ia need resellers? 
Competition is here whether the people 1 t or not. What 
the FCC has done 
create a titive 
industry; and we need to 
telecornrnunicat 
to be inherent that 




ways so the users 
some of the hardships that 
on, but all fits 






















One the concerns, of course, we has 
do with just the long dis.tance 
deregulation the st 
three -- or will be 
Obviously, re is AT&T 
I think we all are te 
dominant and I don 
they are a ve l 












s as an 
r w 
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- MCI, Sprint and, 
of 
the 
is relat new compan s 
area, Western Union. are 
facilities-based carriers Unlike us resellers as 
Fox was describing, are bas ly facilities-based 










carriers, although some resel 
relatively la companies. are 
companies, or 
companies. So is a se 
if California were to s wi on 
long distance ' I Cal forn 
with just a few competitors in long 
not sure if that v:ould be three or 
be in the place. But there would 
14 
also. And are 
s of 
of s. 
se two categories 
a then wou end up 
distance market. I'm 
on who may 
not be as as 












In fact, some of cities of Cali - I'm 
thinking some , not small, some the smaller 
cities in California - in the i on of having 
service only from AT&T, or AT&T one of these larger 
ng that arena providers. So, I 
an additional 
and added ce . 
difficult to count 
very young busine s; 
in the state 
of the compan s just 










closer to 60 if we count some 
s. So, reseller 
i in pr and the 






I doubt that some 
carriers would be as ss 
state services as are 
they received resellers 
automatically a un 
1 li se 
th of al intra-
if it weren•t for 
their use of WATS, 












And I wi 








Now, resellers need 
here - they SB 375 - real 
r surv 
be of the 
ve servi 
lers 
the bene ts new 
11 we are discuss g 
to ensure r li to 
need it ve soon compete, to ensure 
It is a young indus , as Mr. Fox described; is a 
capital intens indu It is an where 














In current unsettled state of the li or 
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ller s ask and 
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lace and succeed. 
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have any st ? 

















the number f new 
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situation. In fact 








n terms of those compan s 
de ce? 
hand, question 
n to the consumer? 
ces does not pay any 
user pays for the calls t 
to out f business or 
e service, 
ce, so the 
be hurt that 
a ituat 
ler wou 
of the -- if 
a ff 













in trouble, f 
another rese 
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rn not sure 
on one 
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Fox. had to do the 

















that sense, deregu 
intrastate and all 
for 1 
7 service intrastate. 
















SENATOR RUSSELL: No. 
CHAIRMAN ROSENTHAL: 
















sometime ear next 
One of issues i 
of resale, and con 
s 
26 the consumers in i a. I wi 
27 to look at, but unfortunate 
















to you your 
Yes 
stion 
i on on SB 37 The 
an ssue 
s 
a. , a 
to re a de sian 
is s 
resale would be toward 
r,ve had a sian for you 
ss has not 
, to general issue 
18 
1 of compe tion, are you 
2 diversi 0 - nevv 
3 compe 
4 The s res 
5 
6 commun ions for 
7 level of local te rates un 1 
8 ability of ce. That is amen tal the ssue we 
9 are trying to s in our nvesti ion -
10 consequences of compe 1 mean on the rates the 
11 future, versus al for techno 
12 diver of ce. 
13 I ss it is guess i is while 
14 Commission has no sit on s WOU 
15 that you may want to s 
16 its sion on on a look at 
17 the ssion is is a 
18 possibility d matter. 
19 ssue is 
20 it is not clear sal i 11 it def 
21 re as any or control or 
any ce for 
compensation princ lie communi-
cations ces 
25 so on. "P c 1n as res a 
26 carriers do invest 1n faci become like, in 
27 respects, other common then to the 











to under the 




or not. And are 
V.Jhen lS 
regulations? If i 
won t know 
s to 
s go g forward, these 
t 
ss un 1 we know what 
r 375 wi 
that we wai . 





that means bi 1 have very little two ses. 
If in fact we 
12 will be 
3 MR. t'lYSE: We 
14 a new 
15 compe ; and i 








to a is 











The argument is made s 
in general are pick 




your i on ? 
s ize we need 
stiture, on 
a le for 
s as we 
a de te dead-
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essentially, toll routes been traditional 
used to con to bas mon te ce. 
That t. 
We are i at s our 
arings, to try to an ing of great a 
source be It is ce concei le that 
common carr s and resale s ssure on rate 
design and could conce an t on local rates. 
CHAIRMAN ROSENTHAL: Is it 1 that the PUC 
would carry out of SB 375 the bill? 
MR. vlYSE: Well, I wish we know 
what we want to lop is, it is cone le. 
I don't know answer becau ss 't 
its i on on it wants to on 
SENATOR RUSSELL: Fo up 
to do 
PUC were to 
t 
neces to s 
are in bil 
' 
a good to ? 
MR. WYSE 
resale, I some 
licens I we 





that that is 
a 1 
sions would s i 
i 
I do think we could 
le, 
of 







i flex ili 
ss 
terms of 
sh to do so. 
SENATOR RUSSELL: So, if the worst were to happen 
and the 
get s bill out, or 
that 
tever 
not , and he couldn't 
what bi prov 
own could go 
zes? 
MR. 
advantage in terms 
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Commission de 
any way in 
of maintaining un 
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it could be And that would the 
argument ng. want to wait for the Commis on 
to is 0 t 
















a more deliberate to 
CHAIRMAN ROSENTHAL: Wel , on 
know, when bills of 
don't usually go 
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s nature have or opposit 




proceed at least rs couple of committees in 
the House, if there i 
not going to 
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can analyze and de 
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CHAIRMAN 
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11, we 11 promise to 
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you want to 
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Te 
s are, and you 
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Network 







2 and Te 
3 MR. 
4 CHAIRMAN 
5 MR. FORSHEE: AT&T s l on SB 375 is s 
6 to what rJir. just i i s tes \'Je 
7 that resellers are customers AT&T are 
8 competitors, 
9 in that outlet in of 
10 but we just don't know 
u AT&T ts he of it is 
12 ficial to tel cus It also 
13 regulation of telecommunica ce stances 
14 where no public i l 
15 treatment f res a 75 
16 dra ra ses t s, 
17 we whi s bil 
18 at present 
19 F l 
20 impose some tan a 
21 Public i 
22 ul te as e t the 
23 overall intrastate 
24 As we ta our d scussions, 
25 there are s under now. 
26 We have got FCC s taneous 
27 proceedings in state of front of 
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i sue such the 
levels and, very 
26 
1 r al case it is I 
2 easy to ink of mu in the 
3 
4 and 
5 cap u AT&T'S rate-
6 payers, which to a occas 
7 user of se ces, and are 
8 not able to seek out some 
9 are not involved in area of am the tel 
10 serving market. So main mes at any is that 
11 whatever has to a look at 
12 entire universe of Cali that the fits of 
13 competi on in to the l un 
of Cali ia. 
15 In lar 'vva s s about 1 
access. jus s 
17 t 
18 pend on, 
I nk, te 
now it is a very l roduce the 
21 ect the i 
ac ties, but i are 
formed and taki 
art late l. 
But of 
26 days ems of acces l automati number 
identificat s t the d ff cul s 
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lot of test 
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Commiss 
customers have off are 





al access, mu 
and tran 
And 
ssion 1 to 
s in the 
s fi 
it would be our be eve 
ln the ing, 
select NVB is not because f 
stric price. t s che 
subscr to ENFIA 
some in p 
price so. 
folks. And 
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ices are to be 




1 CHAI there i 
2 any sl ss re 
3 to the ect? 
MR. ? 
5 CHAI&"'1AN 
6 MR. don a t 
7 but we ce n ne t 
8 CHAIRMAN ROSENTHAL: 't know either, and I ju 
9 wondered was as 37 • 
10 You know it k of he 1 if somet the near 
11 future you or el cular 
12 
13 m 
is is It s 
fficult 
the PUC came 
17 up s 
18 there was we 
run 
I have for the f 
21 Committee, j 
in line, do you ink 
? 
26 MR. stent th my 
tion. mode 




one a ts to unde 














CHAIRMAN ROSENTHAL: Thank you very much. 
MR. FORSHEE: Thank 
CHAIRMAN ROSENTHAL: Did Phillis ~vhi 
Manager, Network Services, Pacif Te and Te 
, District 












MS. WHITTIKER: Yes. 
CHAIRMAN ROSENTHAL: Welcome. 
MS. WHITTIKER: I 
got hung up at LAX and my fl 
ize for my late arr I 
s canceled, and 405 had a 
backup on freeway. I seems as were at 
work s morni for 
CHAI vJe 1, i ll Are 
you rel so you ? 
MS. 
CHAIRMAN Oh, 
we do, I wan Senator 
jo Commi i 
SENATOR tv10NTOYA g excus for be g 
late? 
MS. vvHITTI ahead Me I 
guess. 
SENATOR s; same lem 










MS. WHITTIKER: I have a 
other hand I heard Mr. Forshee talk 
text, but on the 
equal access. I 
have been re 
Company, so if 
le 
would 
that at the end, I would 
equal access lanning in fie 
to ask a few ons about 
to entertain 
My name is Phillis Whittiker, and I'm a District 
Manager of Paci c Telephone's planning organization. I 
appreciate this opportuni to talk to Committee 
30 
telecommunications resale and about Senator Rosenthal's bill, 


















The unregulated resa of fie's telecommunication 
services is a great concern to us. The tariffs under which 
the Pacific office s services 
projections devel after s 




on usage and cost 
my company and 
As resale car ers attract more our tional 
toll customers, these ections become inaccurate and the rate 
structure envis Cali ia ssion is 
This will inevitab result in ssure our 
regulated tel 
divestiture tel 
lines. As Pacific moves into its new post-
ations environment, we rema 
committed to sic te costs af and 
ch siphons revenues universal. Any unregu 
away from our regul iness s it as ly 
difficult to make that tment. We believe it is tical 
to preserve the Public tili of a single regulated 
n LATA divers of intra-service supplier 
LATA toll revenues not be perm tted. 
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1 ~vhile the ties of resellers do not constitute 
2 bypass as we have traditional defi that term, they do, 
3 nonetheless, constitute a very real threat to the continued 
4 provi on of af e te service. basic issue 
5 here is that resellers constitute a form of intra-LATA 
6 competition to our toll services us g Pacific's own facilities 
7 From Pacific's perspective there is no distinction between a 
8 reseller of our services and a facil ies-based carrier -
9 which we commonly call an occ. In fact, there are facilities-
10 based carriers which presently engage in resale. 
11 From a technical perspec the primary difference 
12 between an OCC - Other Common Carrier - and resellers has been 
13 whether or not the owns its own facilities. Both OCC's 
14 and resellers provide switch routing functions, and 
15 both employ leased or tarif lines obtained from various 
16 communications providers. difference depends on the 
17 business strat ce between owning and/or leas 
18 the transmission facili es. One is merely a substitute for 
19 the other. net e on our revenues is same: intra-
20 LATA competi on d ves cost of basic telephone service 
21 Even though that of SB 375 which would 
22 require resellers to lves --
23 SENATOR RUSSELL: May I ask a quest , please? 
24 CHAIRMAN ROSENTHAL: Senator Russell has a question. 
25 SENATOR RUSSELL: In your testimony will you 
26 develop how it drives up the cost, if you will? 
27 MS. WHITTIKER: Not in any detail, but I can 
28 talk about it. 
SACRAMENTO. CALIFORNIA 95825 
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1 t you do it now, then. 
2 MS. WHITTIKER: Our costs are on cost 
3 tra-LATA t, 
4 state, 1 on 
5 intra-LATA and iness. is our def 
6 regulated business as d st occurs. 
7 In order to cost ave , or to keep the cost of 
8 basic service down, we intra-LATA toll revenues 
9 to help subsidize cost of 1 service. Those are the 
10 revenues from -LATA se ce that the provider would take 
11 away from us - lucrative or more ve intra-LATA 
12 toll routes that now subsidize local s ce. 
13 As a itor, an tra-LATA tor, siphons 
14 off those profitable routes, leaves sic telephone 
15 service having to pay more more of the cost of providing 
16 that service. 
17 SENATOR RUSSELL: ss I'm not real clear on 
18 how the resale work . As underst it, he 
19 it cheaper by dozen sells that ce 
20 to other people at a ce that lS below what you would sell 
21 to the ind L Is correct? 
22 ~-iS. WHITTIKER: And so, s s off that 
23 individual's toll. 
24 SENATOR RUSSELL: Is what I sa correct? 
25 MS. WHITTIKER: Yes. 
26 SENATOR RUSSELL: So he t to 
27 certain customers in s area find out that can 
28 buy service r you; so they go 
PETERS 















that wholesale from 
MS. WHI 
customers who 




result: They will al 
traffic they are offe 
would to 11 ir 
SENATOR RUSSELL 
subsidizing these toll --
0 
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he t do that unless he 
arge amounts you, I guess. 
i t the 
to have to pay a 
Paci c. 
wou 't go to the 
t'le 1, that is. end 
to tor for toll 
local basic telephone rates 
t. 
Ba c rates 
toll fares are 
So now you are 
izing 

















logical conclusion, and 
's correct. 
u carry it to the f 
i all of the 
competition on se tolls, you 1 have --
MS. WHITTIKER: the hi 
not so fa an 
volume, 
st what we 
toll 
routes. They 
consider area ce, or free routes. 
SENATOR RUSSELL: 
resell it at a profit; i 
MS. vJHITTIKER 
SENATOR 
MS. WHITTIKER: Part 
because Pacific will on 




from you and 
ssue, as we see it, is 
intra-LATA toll service. 
intra-LATA ss should 
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1 be a ted be open 
2 Our issue are a 
3 carr as from 
4 on would no 
5 longer have or not 
6 LATA competition was 
7 SENATOR RUSSELL: s t that toll rates are so 
8 lucrative and rate are so s ? 
9 MS. WHITTIKER: Well, goes back to the -- it is 
10 a hundred years 1 s, 
11 long distance short calls - to - routes 
12 subsidized Montana. It was n ject a regulated 






17 more of the cost of 
18 SENATOR RUSSELL: 
19 Greyhound Bus 
20 historical situat 
22 MS. ~'VHITT 
23 
24 
I would suspect 





I takes lucrat 
s to have 
ce. 
that 





26 SENATOR RUSSELL: And 
27 probably sent it d sent it - but, 





reasons you stated, 
the cream leave 
SENATOR 




or from ing 
6 
7 
8 able to do S 1 or make them more i you in 
9 local rates? 
MS. WHITTIKER: 
with the invest 






















intra-LATA on was sue for the local juri ctions 
and we l 
17 The 


















bi l l that t 
ut lity --
t see any di 
based carr in 
s 
the ntra-LATA s ss 






















6 SENATOR RUSSELL: So i PUC would re ir 
7 activi es, that wou the ice of these inter-LATA 
8 fees higher? 









ultimate result. But 
to determine the dest 
communications li 
whether it is better to let 
own way, or ther it's be 
of subs ization. 
SENATOR RUSSELL: 
way in s 










give a legal i 





Bell operat cornpan s 
LATA and 
boundaries 









lows the ssion 
, of 
a lows to 
1 s rise to its 
have its 
counteract the 
a , so I can't 
s no, I don t think 
1 def the 
ss boundaries as intra-
we deve the LATA 
irs LATA s, it was w1 the 
s 
was our business, and we 
















routes ike -- I'm not 
to say San 
as ss 








bit on that. 
would also de 
If PUC were to regulate 
llow up a little 
, then they 
pe what companies had to pay 
you for the use 1 s? 
MS. WHITTIKER: 
regulate them or not, I 
charge ling - as 











them complete I'm assumin 
access out of our access 
Commissioni so 
a call within our j i 
Commission; t 






23 revise the cost of our acce s 
24 access on an 








1 t whether they 
that our access 
the resellers use our 
end user and not bypass 




the all was intra-
tra-LATA 
s wou have to 





























that says that if we make our access 
what the traffic will bear, so to 
incentive to build facil s and 
s too high -
- there would be 
s local network to 
heavy users anyway. concern that we th that 
that they might bypass our ne 
Airlines, some company, 
to Bank of America, United 
ch would ain remove the 
subsidization and cost averag within those facilities 
38 
is 
to create the couple down the street or your house or my house 
that don't have the call volumes to justi orto encourage the 
carrier to build a facility to our location, we would be left 
to pay the full cost of nontraffic sensitive plantthat has 
to be incurred. With any kind a subsidization system, if 
you peel off the more of it, then that leaves the 
less lucrat piece that has to start bearing the cost 
its own service. 
SENATOR RUSSELL: On 
having a local rate h to 
that not then mit te aga s large 
improvement and moderni as 
been doing over all se years? 
MS. WHITTIKER: I don't bel 
nt, in addition to 
its own costs, would 
tal investments for 
te company has 
so, because most of 
the large capital investments for modernization that we are 
expending in the next 
primarily to meet our 
equal access to all 
of years are being expended 
rements under the MFJ to provide 
ers. 
26 SENATOR RUSSELL: I'm talking about in 10, 15, 20, 
27 25 years from now. has been a constant modernization 
28 of the telephone over a od of t from the standup phone 
SACRAMENTO, CALIFORNIA 95825 
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1 to the squat 1 rotary then pu 1 and then 
2 direct dial et cetera, et cetera. We have the finest 
3 telephone service in world. That takes a lot of capital 
4 investment. 
5 MS. WHITTIKER: Yes, it does. 
6 SENATOR RUSSELL: And it would seem to me that if 
1 people are screaming and yelling at the high costs of just the 
8 local rates, it would make it difficult to raise the rates 
9 high enough above that to continue the large capital invest-
10 ment to continually improve and upgrade your local service. 
11 It might be where these more lucrative rates that 
12 are skimmed off by these companies would allow them to 
13 continually improve their wi the local telephone 
14 service lagging farther behind. Is that a 
15 possibili 
16 MS. WHITTIKER: I would nk it is, yes. The 
17 problem that I see is if the local telephone 
18 service lags is access, that is dial 
19 tone, so to s ded to customer. And to 
20 put technology k 1n r ive, we can talk about 
21 different lete k nds f te equipment -
22 the step-by-step ng ne ided dial tone and did 
23 an adequate job for 50 and it was around for 50 years. 
24 we still have some ce We are attempting to get 
25 rid of them as fast as we can but are still some out 
26 there. It was next techno , and the stepper came into 
27 being somewhere the nn s century; and then 
28 the next technology that was any significant change was the 
3433 AMERICAN RIVER DRIVE, SUITE A 
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cross-bar switch, which was 
almost 40 years with one 
ESS 
the te 30's. So you went 














window is getting 
know what is out 
ows The 
ler and smaller. So we really don't 
e 15 
SENATOR RUSSELL: 






MS. WHITTIKER: But we do know that if in fact an 












whether they are resel , we do know 
lities-based or 
they want to offer 
the new z ces is today -
computer hookup, t ng, and all of s kind of 
thing that is d ac f user is served 
by an obsolete ng re not going to be 
able to access l li s. 
SENATOR RUSSELL: We i re 
assume your wish s not prevail and eve is 
Let's 
imming 
to everything off and you are l 
support 
what might 
1 ves. Is there 
22 other 
23 continual 
24 local user as well as 
25 MS. WHITTIKER: I 
26 possibility; that we have 
27 modernization of our 
28 SENATOR 
with the s and 
in regulations for 
from se 
so you could 
ch wou fit the 
access? 
is a real 
to the cost our 
carriers. 








to bypass our 1 


















MS. WHITTIKER: v'Jh e 
constitute s, as we 




17 reseller of 
18 a 
1n resa 
21 between an 
or not the 














































f ces are en 
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se ce. 
of SB 375t 
would be of 
le 
s ficant 
cal, t me 






9 and our forecast of s that we see r such as 
added computer s 







accommodate s pro e ted 















by rese lers 
result is addit 
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, and percent business 
ided is des to 
To avoid ce 






sts are not pa 
in net 






















from regulation as 
facilities-based 





u term pr c 
removes some of 
rs. As 
wh lease 1 s 
ce as of their own 
Bill would appear to remove se 
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the 

























I would be 
have. As you can 
to answer any you may 
cal area, 
and if I cannot answer 
you get an answer 
CHAIRMAN ROSENTHAL 
we broke in on tes 
you much for 
MS. WHITTIKER: 
Rl\IIAN 
Quaintance, Revenues Director 
MR. 
much to state 
taken by the Cali a 
that the s 
the ssion s 
compe tion. 
We t 1 
Commission to 
s s a very 
now, I'll see to it that 
next 
e. 
st ? I 
many of 
tes 
tness is s 
Te 
I won t take up too 
it 
, as Duncan 
cessary and 
st on 




1 of these resellers. That's all I m to say on that. 
2 I would like to make an 
3 Before the other two senators arr we talked about a 
4 briefing we nto on 4 for some 
5 the consultants on access and bypass, and I would like to make 
6 that available to any and all of you; if you would like us to 
7 come - it is a very short thing, talking about access charges 
8 and bypass and forms of bypass technology. And I can :see that 
9 your interest is increasing in these areas as you go through 
10 these hearings. So through Tom Ga a can get myself and 
11 anybody else who would need to come and give that presentation. 
12 SENATOR RUSSELL: I make a comment? 
13 CHAIRMAN ROSENTHAL: Yes, Senator Russell. 
14 SENATOR RUSSELL: I raised question yesterday, 
15 and in talking with Mr. Davis, was at that briefing, and 
19 difficult to 
20 MR. QUAINTANCE: Yes. 
21 SENATOR RUSSELL: All I'm sted in my staff 
22 is the nuts and bolts of is going to to the consumer 
23 out there. He sn't want to know how this all happened and 
24 all the technical s and so forth; 
25 he wants to know is ng to to his telephone, and 
26 where should he go to get a new one? What about service? If 
27 
28 
he had some problems, what s? How does he find out about 
these other competitors, what is his bill going to be, and 
3433 AMERICAN RIVER DRIVE, SUITE A 
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1 
2 
where does he complain, and al 
those basic, where-we-live, 
45 
that sort of Just 
to-day answers is what I 
3 I want for my staff. 
4 Now te i spects, the , may be 
5 helpful. But I would nk that i you would not include 



















our staff will 
bewildered, confused 
be very helpful for us. 
those out there who are 
r irate, or all 
MR. QUAINTANCE: Okay. 
SENATOR RUSSELL: Okay. 
CHAIRMAN ROSENTHAL: 
you will not 
for testimony. 
Our next witness is Benj Jurcis 
MS. JURCISIN: Th you. I represent GTE-Sprint 
t 
11. We 
, and we would 1 to offer our 
concept of Senate 
communications 
comments on this 
Bill 375 is sound, 
We believe that the 
that Bil is too narrow scope. 
11 creates a new class telephone 
carrier called a "reseller, it def 
who offers 
and resale 
has an insuffi 
prices, and is 
ce to r customers 
ces 





s a reseller as one 
purchase 
, also, one 
to control 
nant carrier. 
subject to a 
25 smaller degree of on s ll. 




subject to regula 
nant rna 
trol of market or 

















are several reasons 










between resellers and ialized common carr is becoming 
less clear. Tradit ally, resellers traditional 
10 definition of a reseller is 
11 beginning to own r own 
12 building ss 
















of carrier is 
In surnmary, 
the concept of a l 
wou 





unclear. Now they are 
t, as I and 
ilities. ialized 
are now u AT&T WATS 
c ties are not on 
ce 
to 

















to control prices; the 
of the market. We will 
an y 





be constra from charging 
los n customers. 
s. 








SENATOR RUSSELL: I m sure, while your company is 
not really i 
you are aware of 
the lucrative fie 
in that it s not 
al 
ce, 
unattractive, 1 tle-used areas, that 
service - areas and the local res 
ir concern, I'm sure 
strips out 
only high cost, 
local telephone 


















much hi r? 
SENATOR 
MS. 
-- we bel 
n arnoun to 
those facili es 
SENATOR 
Do you agree th 
I if 
business 
proposing to do; 
is f 
subsidized to the 











cos local ce 11 be 
Do you gree statement? 
s 
to a 




so to I of the 
the rese lers are 
t s necess 
cause it will not be 
it has been in past, will 
to the local 
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1 consumer, call g three blocks away or San Jose to San 


























MS. J wou agree 
because we believe we are, our universal termina-
tion of calls 
not on our n 
g WATS 1 we are able to serve any customer 
So, in terms of where can terminate 
a call, we feel we can 
our network. 
We also lieve 
company for the use of 
a s to users that are on 
v.re' the local 
in e access 
charges that 1 assess to us 11 be a rea 
amount of money to recover any cost that ar. 







SENATOR RUSSELL We 1, 
bear to the person that is in 
live in G dale. If 1 















1 is not a toll call; 
your servi to call 
call Burbank, 
tern? 
liar th the -- if it is 
SENATOR RUSSELL: Let's assume is not a toll call. 
1 MS. JURCIS No not a 1 
2 service, but --
3 SENATOR 
4 service like 
MS. JURCISIN: We can nate a call anywhere 






SENATOR RUSSELL: In other words, if I go through 
you, I subscribe to se ce 
within the city of Glendale or from 
I make a non-toll call 
or to a neighboring 
10 community, can I do it your tern? 
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11 MS. JURCISIN: No. now we have an application 
12 beforethe PUC to an trastate ce. It is a 
13 pending application. 
14 We do -- We have made an appli on to serve that 
15 market. 
16 SENATOR RUSSELL: 
17 thought that was 











and all the 
ch I app 











con sed, I 
what you mean. No, it 
that. 
Now, f 
to make a f t, 
i a strong free 
s are not le. I'm 
are successful 
distance toll calls, and 






















a subs zed in the 
So those rates have 
If rna ong ce calls, or toll 
calls, are taken away from revenue base, those 
people who are left person who makes a non-toll call to a 
neighboring -- to a nei 11 to bear a higher 
portion of the cost in past. So s rates 
will go up. 
Is 1 true, as far as underst 
the way the system will work? 
MS. JURCIS t s not'true because we don't 
believe that we have 
subsidies -- long i 
i has ever 
rat s have 
proven that the 
ized a 














company is to dri 
costs to 
We 
the market of tol 
techno i s 
int of 
1 
al to use t s 
savings and se ce to 





dives ture of the 





customer at we are able to 
d s new 
Let me llow up on 
I m a le confu 
4 
CHAIRMAN 1 
2 that -- Are you te 1 ng the 
3 companies, 
4 you and 1 
5 same as it is now? 
6 MS. JORCISIN 'm 
7 "income." 
CHAIRMAN ROSENTHAL: 















10 heretofore has been ing all these services. Will 
11 the access 
MS. 12 
13 their access 
ISIN: The access 
to recover 
14 service to us. Yes. 
, they should set 
cost of providing the 
15 CHAIRMAN ROSENTHAL: That i not I'm 


















being less - okay -
amounts of from 
1 r 
s 
rn ing about cost 
I rn 
, because s is 
s have 
i you or 
n s we are 
go less, the 
what are now 
and, as a result 
pi up t 
1 . 
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MS. JURCIS I guess I don't 
cause at is --
CHAIRMAN ROSENTHAL: We are 
the question. I real lieve 
SENATOR RUSSELL: No I nk is con 
CHAIRMAN ROSENTHAL: Well, I don't know is 
8 confused. 
SENATOR RUSSELL: 






she is trying to relate to what her 
CHAIRMAN ROSENTHAL: 
number of dollars that came into 
14 are going to be less --
15 MS. JURCISIN: That s 
16 stand. 
17 CHAIRMAN 









can se r se 
is now cos 
llars are 
so? 
MS. IN:" But 
f 40 
di 
's paid by a company to 
s And I think 
any does. 
be. Obviously, if 
I don't under-
t s goi to 
distance call 



















for distance service s the te 
company to te th on 
stance. ? 
MS. 
compete wi for that service is 
also have available them same es and 
provide that ce at a cost, as we have. 
























MS. J So if we are more e 1 ent --
SENATOR RUSSELL: You are talk about toll. 
MS. ISIN: Yes. 
SENATOR RUSSELL: You see you 't made the 
mental shift to non-toll cal s, 
MS. JURCISIN: Well, 

















un a s 
You are now to 









lieve that there is a 
company, in 
1 s of dollars. 




































phone companies and i has 
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new 
a lower rate than the 





standing through tes y the PUC because 
storical 
non-toll calls, so that 
of what is taking place 
have subs zed the 1 ted 
everybody could have a 





MS. JDRCISIN: We are not g have 
that you subsidized it. What I company s 
can't place sub 
itself. The ca f ow 
We are say 
because 
was used 
user, it to go 
MS. 
p ng the 
maintain it can't 
prove lon dis 
that there are 
System, 













id zed local ls; 
interna to Bell 
of revenue for 















Some people will 
the ones who are 
.less, and the 1 



















where with her. 
SENATOR 
it in Spanish. 
world want to hear 
stance 1 






I think it has 
MS. 
which I don' 
for 
to pay more because of 
la r users of 





s. te is 
RUS I 't ink we are any-
MONTOYA: me f to 
RUSSELL: be nice. 
MONTOYA the ttee and 
"x" cost sumer 
11 ng amount to the 
s r lou . I 



















is the answer 
going to cost l 
toll ce, more 
areas. And was 
MS. JURCISIN: 
SENATOR 
hard we try, we have to 
have its effect, 



























since we no 
you 








is, and I 
it is 
service, non-
des red ef t of d titure. 
Yes. 
I real no matter 
t for the to 
on to some extent 
x" 1 "y", and "z" 
ttee 
service 




ng true cost. 

























unders.tand what we n<k 
11 MR. WYSE: cost 
12 allocation in te a 















have a diffi 












































heard of - 7872 - es 
local Over 
to the monthly 
from about two dol up 
the next five years or so, 
distance c er. So you 




















will indicate re 




s costs back to 
od is going to add 
ce on customer 
or nine dollars over 
lower s to the 
see in interstate market 
access to the 
is ng on 























here to have 
the local as to 
when a 
cut your 
chance to pay 
so that tomorrow l 
your phone service connected. 
I those are 










protect some basic reason 
out there are 
they can go to 
a pro t. 
for tak in any 
the user be the 
things we are 
that are somewhat 
20 to give some t 
21 I think we have 
22 , aga 





















1 been reported back to me. I that could happen in 
2 future with deregulation. 
3 CHAIRMAN ROSENTHAL: Can someone give us a handle on 







MR. HENRY: Mr. Chairman, Paul Henry representing 
Pacific Telephone. I am certainly unaware of that. I have 
never heard of that, and I could probably state unequivocally 
that we would never do that. 
CHAIRMAN ROSENTHAL: That's good to hear. Thank you. 
MR. WYSE: I just might point out that on the 
11 regulated carriers, that under our franchise we do have 
12 disconnection rules, and they are required to give noti cation 
13 There is the question you raised, though - that 
14 consumers are going to be suprised on a lot of new charges. 
15 
16 
And that is part of 
All of a sudden rs 
confusion we talked about yesterday: 
te s and so on are much 
17 higher than they ever expected. And that is a real problem. 
18 SF.NATOR MONTOYA: One of the other things, Mr. 
Chairman. What abDut -- As marketplace takes over 
20 and you can go buy your phone at Fedco or Gemco, or whatever 
21 you want, somebody I think has to take the responsibil , or 
22 we should give it to somebody , you know, what a basic 
23 phone is. Because you are going to be able to go out and buy 
24 them for $8.95 or $99.95, and somebody has to be able to tell 
25 the consuming public, or set down some delines as to at 
26 least, you know, what is in that telephone. Something like, 
27 you know, what the Underwriters Laboratories do with other 
28 appliances, if you will. But I think that responsibility is 
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going to have to 
are buying a 
our tne 
5 Consumers Coal ion ia. 
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s a you 
se. 




to appear. The first Senator Rosenthal I have from 
Assemblyman Saul Cali 
9 on their prior ies for 















MS. JARROW: He 
time t you 
on 





23 enter our 
24 We 
25 of the least 
user, consume 
the small business a us 
26 
27 





slature, a paper 
is the 
this to you 
s? 
Saul Garber of the 
from 
t it to 
Avenue? 
v1ould 1 to 
these to? 
ttee on the lf 
end 
al or 










consumer groups in both the of Californ a, 
foothills of Cali ia, t on the i 
testified before PUC, systems who 
of Cali r d tances and 1 s 
We began as the Cal 




when PG&E made huge 
62 
l. 
rate increases. We are also members of Southern California 
Utilities Protest l turn back the SCE rate 
9 raises in the South. 
10 We have consol into a Southern 







we report on utili 
the outcome se 
are network 
matters and 
with us - groups to whom 
are ly concerned wi 
We will be sending a report 
to the State Agenda of the Panthers, slative and 
Advocacy Council of Los s l on Ag 
17 Leisure World Consumer Affairs Coun l in Laguna Beach 
18 
19 




give us a 
million people. \Ale 









up the bulk Ca fornia s 
who can make 
not the time to 
Californ economy. 




We have the PUC hearings 
transcripts. We were so recent at a 
consumer were i 







1 she did not see what upset was about. She had just come 
2 recently from New York, and New York had had usage sensitive 
3 service I asked her what her b 11 was, ive 
4 of all s, r month. She ' "$17 " 
Now, I don't know about you, but $17 sounds just 
6 fine to me. My basic rate is 7.75, and if that sounds too 
7 good to be true, it is. I not yet been able to coax my 
8 friends and acquaintances to live thin my flat rate calling 
9 range. So that means zone unit calls and toll calls which add 
10 up to $28 to $40 per month. Now, if General Telephone gets 
11 the rate increase they are asking for, my base rate will 
12 double, and the toll s will begin from the first moment 
















liability - even if a necessary liability. Now, we are told 
that to compete wi MCI and int, et cetera, we will have 
to pay an access whi amounts to two dollars to $9.95 
for res ti s dollars to whatever inesses. 
arges, we will have to 
drop out of the network. The , Dr. Johnson, 
made these statements, by the 
"The major es must make ce 
concessions to the 1 users so will not drop out 
of the telephone ne The users to leave the 
network are customers 1 the State of Cali 
municipalities, ci es and or s." 
There s to be a lem with logic of this 
approach. If, order t MCI and Sprint and 
others, more and more 
PETERS 
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to be forced out I am ss 
universal and 
the 
If enough are 
telephone rates in 







ng for the basic services. 
climate by impossibl 
a se people 11 
s si 
charges in , when s is not the 
flat rate 
stent 
problem, as we unders ~ve are t a substantial 











telephone services. With acce s , we 11 f no cost 




was directed to the necessi 
those who cannot af 
Pacific Tel 
order to compete 
revenue from our custome 















25 SENATOR RUSSELL: 
26 please? 
27 . JARROW: 
28 RUSSELL: 
a at deal of 
of ng 










































a dog i s 
MS. JARROW: 
SENATOR al le i 
unhappy rec 
MS. JARROW: s. 
SENATOR RUSSELL lem is, I nk it is a 
very real t if te charges 
large access companies amounts ic high enough, 
that may be an i t to to build their own 
facilities and company - pay no 
access charges whatsoever - and fore everybody else that 
is left will have to up whatever slack that is involved. 
And that means and I as 1 users. 
to their recogniz to 
users rea 
It sound me, that is 
itism at a it 
probably is, i i 
would to ng t.o sock 
it to . and ' term, n 
total be even So 
've real It s ea to say that 
it s terr ss you 
that, it seems to be worse. 
MS. s nt we are 
making: From from 
transcripts is absolutel 
impossible, and dec is PUC, is going 
66 
1 to be a wrong decis because even le are impacted, 
2 like the small customer, can eventual t smart to 
3 say, hey, I'm ing to use stance too - MCI. And 
4 somebody is going to get of a te call 
5 out to Arizona and back long distance to San F sco when 
6 you are calling Los Angeles. And we are to find 
7 we're really not on the side of the major telephone companies. 
8 But we are going to f Pacif Te and General 
9 Telephone in a worse state they are now. Because it 
10 isn't going to be too long before the smart businessman does 
11 that. 
12 SENATOR RUSSELL: What are you recommending? 
13 MS. JARROW: I think there has to be a control. I 
14 really do think there has to be a control on what the MCI and 
15 Sprint and what the others are allowed to 
16 into the state of California. 
17 The other t g we see 
in having access 
18 SENATOR RUSSELL: Would you advocate a law that would 
19 prevent them from set up ir own system, if that were 
20 financially advantageous to ir users? 
21 MS. JARROW: No. 
22 SENATOR RUSSELL: Well, that is would happen, 
23 if there is control to access and rates se, to help the 
24 little fellow. 
25 MS. JARROW: 't there a of transition? 
26 Couldn't there be a iod -- Well, I know I been to some 
27 seminars of Pacific Bell - General Telephone hasn't approached 
28 us yet. But we have seen t are 
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ng attempts to 
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l become take 
2 approx 
3 In and 
creat I m 
5 ta ng s. For instance, it is 
6 true I tried to call Sti We t ed to 
7 network wi our le ls. We can't network 
8 with them because MC doesn t \vant that ss. 
9 doesn't want bu s . r ones 
10 don't want bus ss. don t want the cost of 
ll lines They don't want cost. 
12 Maybe re ld a to them. Maybe there 
13 should be a them local network 1 
14 we have a it cl t it. 
15 SENATOR 
16 but I the was 
17 coming from 
18 are say 
make that 
20 to 
21 and to 
22 will de to 
23 For are left i 11 in a worse 
24 posi a t go But, 
25 the rates 11 st 
26 It s ki 0 i do and f you 
27 don't situation. 
































It isn't rea 
a service and sell 
maintaining service 
going to impact on us, 
rest of this paper in i 
It means that 



















Is s to 
t s open 
General 
are 
son that is 
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se I m g to 










































at this way. 
was. ust raise 
it 
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as we used to 
fl savl who 
t where every-
body, from I heard 
particular problem, 






It real does. 
stions? Are there any r 
CHAIRMAN ROSENTHAL: Thank you very I have a 
question which probably 
having nothing to do with 
because a number of us on 




Committee are also on another 
s - I would like to know, 
because the question came to me In s whole problem 
of divestiture, obvious companies are go to 
perhaps ire r emp s. 
Have the companies done i that particul 
terms workers? anyone l to just, 
off the record, comment about 
MR. CARR: I'm Dick Carr. I te fied earl r. In 
part to that ques on and in to some things that 
we have talking 1 i almos is as if we were 1 
the long distance 
amount. It is as if 
very d 
growing businesses 
studies you look at, 
- al those revenues be a static 
they were not g 





g on whose 
total amount 
long distance 
rate per year. 
g on is 
So, wi 
at like a 10 to 15 
needs to be a 







MCI and other 








extensive retra ing 
them in other areas 







10 be in the construction area, 





people near retirement age 





20 just recent 
21 
I'm certa t 
23 CHAI 
24 ng to 
25 committees. 
26 MR. HENRY: 
27 Pacific Te L ke 





total We will have fewer 
who stall tel 
is 
s, to place 
1 attrition of 
s might now 
1 lines and cables and 
retirement i s for 
So we are very much aware that we 
s i 
, we have 
with an 




when we divest, 1 th job. t is, if 
are presently in an t s related to AT&T, they 
would go AT&T; if 1 to fie, 
would s th us. Al in 
- I haven't read t - is my tanding that 
there was a clause 1 with retra ing of 
employees due to the ase in in the industry. 









9 CHAIRMAN ROSENTHAL: At some point I would like to 





who has not tes 
is no fu s ons is there anybody 
ed would like to d to 
13 testimony? 
(No aud e re . ) 
f I want to 






days in terms 
ate 
s particu ar subject. This 
18 session is adjourned. 
19 ar for 
20 Senate Committee on ilities was 
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